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The pulse of world trade has a healthier beat. 
Existing enterprises are expanding—new ones 
are being successfully launched. Concurrently 
grows the need for new or increased insurances. 
May the Alliance Assurance Company quote 
for your requirements? Their vast assets and 


good name inspire confidence—a necessity to 
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I—INSURANCE AND THE PUBLIC 





THE FUTURE OF INSURANCE 


A DEPARTMENTAL Committee of the Board of Trade is at 
present discussing the subject of compulsory insurance, and 
the terms of reference will probably prove wide enough to 
produce a survey of very great interest. Implicit in the 
of compulsory insurance are the major problems of 
slvency and security, of contractual freedom, and of the 
tations between insurance interests and the State both at 
me and abroad; and if the witnesses who give the 
evidence and the members of the Committee who ponder 
it rise to the height of their opportunity, the report 
when it is published will deserve the closest study of 
who are connected with the industry. If it has the 
dfect of stimulating their imagination and bringing home 
fo them the changes which (unnoticed, perhaps, by the 
Majority) are coming over their business, it should, what- 
‘ver it does for His Majesty’s Government, do a world of 
to the insurers. The contrast between the Clauson 

| published nine years ago and the report of this 
Committee when it sees the light may be sharp enough to 
bring out unmistakably the fact that insurance is passing 
tently, almost unconsciously, through a time of revolution. 


wptthaps the most astonishing fact in the history of insur- 


the pioneer who first accepted a 


men’s compensation, motor cars, storm and tempest, earth- 
quake, aircraft, riots and civil commotion, credit and many 
other forms of enterprise which have one thing in common 
—that they reflect the growing complexity of our civilisa- 
tion. The old engine is pulling a much heavier load, and 
if it is doing (as it undoubtedly is) a far greater service to 
the community than ever before, it is doing it under watch- 
ful and critical eyes and in such close co-operation with 
the State itself as our fathers never dreamt of. Insurance 
to-day is the greatest of all the social services, and it has to 
9 both the responsibilities and the risks that go with the 
title. 


THE STATE INTERVENES 


It was in 1913, when Mr Lloyd George introduced his 
scheme of National Health Insurance, insu 
is concerned, first became the 
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judgment whether to run his own risk or transfer it to 
the shoulders of someone else. The opposition which the 
Act provoked was an instinctive reaction to this unwelcome 
pressure. On the field of insurance it was the first and 
the most spirited of a series of battles between the old 
and the new. 

From health the legislators moved on to unemployment, 
and again the principle of compulsion won—not, this time, 
compulsion to insure with a company or an underwriter, 
but compulsion to insure with the State. And when Parlia- 
ment introduced that measure it was, in effect, saying that 
insurance which had hitherto been carried on only by 
private enterprise would in case of need, when the risks 
were too heavy or too catastrophic to be borne by a com- 
pany, be managed and controlled by a State Department. 
It threw out a challenge and declared that insurance, which 
had become an essential factor in the relations of class with 
class, would not be limited by the resources of the insurance 
market, but would be a direct interest and activity of the 
State machine. Judged by the standards of old-fashioned 
underwriting, the scheme has had no great success, and in 
the years before the crisis of 1931 it came within measur- 
able distance of ruining even the British Exchequer; but, 
as an example of what the State can do with the principle 
of insurance, its significance is beyond question. 

Within the last six years two more compulsory Acts 
have been passed for the protection of the public, one 
dealing with the workmen’s compensation of coal miners 
and the other with the third party risk of motorists. To- 
day, subject to certain unimportant exceptions, every em- 
ployer who hires men to go down a mine must insure his 
statutory liability to the workmen, and every man who 
drives a car must insure his common law liability to the 
other users of the road. 


THE NEW PROBLEM 


What a distance has been travelled in twenty-four 
years! As recently as in 1912 John Bull treated insur- 
ance as he treated any other contractual relationship. He 
was as free then to take out a policy or not to take out a 
policy as he is free to-day to have a cheque book or not 
to have a cheque book, to live in a house or to live in a flat, 
to take his holiday at Margate or to take it at Blackpool. 
In 1936 the choice has gone. He must take out an insur- 
ance on the health of his servants and on their continued 
employment, on the disablement of his miners and on the 
cracked skulls of his road victims. 


It is with the problems of this new conception of insur- 
ance as a social service, and in particular with the effects 
of compulsion, that the present departmental Committee 
is presumably grappling. Where it is open to a citizen 
to enter or not to enter into a contract according as his 
judgment or his fancy dictates, there is no great need for 
the State to intervene. The law courts must be there to 
interpret, and there may be legislative protection against 
gross imposition on one party to the contract by the other 
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. But the State’s interest in the transaction is ais 
Pada a man makes a bad bargain the loss ma +i igh 
to rest where it falls. But once the contract y — 
of a great scheme for the prevention and part 
poverty; and once it is made compulsory for the maa 
or the employer to cover himself against certain stated 
then it is not unnatural that the State, though not 
party to the contract, should claim the Tight to a 
fixing its terms and to a stricter control over the selva 
‘of those who accept a premium against the taking of 
risk. That is the problem with which this ittes's 
port will doubtless deal—the problem of how far 
tual freedom can be maintained in an ind 
serving the greater social needs of the country and of bow 
the compulsory insured, the third party and the injured 
workman can be guaranteed a hundred per cent. Security 
against the possible inadequacy of his insurance contra 
and the failures of insurance companies, mutual associations 
and individual underwriters. 
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SOLVING THE PROBLEM 


To the Socialist the solution of the problem is no doubt 
simplicity itself—nationalisation of insurance. But tp 
that simple plan there is, apart from all the eneral argu. 
ments against State enterprise, one partion objection 
which applies with overwhelming force to insurance, Great 
Britain is the centre of the greatest international insu- 
ance industry that the world has ever known. In the face 
of ever increasing difficulties, in spite of i 
barriers, the managers of the industry have been able not 
only to maintain but to extend their foreign connections and 
add year by year to the invisible exports which they contti- 
bute to our foreign trade. In this Supplement there wil 
be found tables of the premium income of the fire and 
accident departments of our great offices, and the figures 
are almost staggering in their size and their consistency. 
What proportion of them is derived from the 
foreign connections it is not possible to say with accuracy, 
but it would probably be within the mark if the foreig 
income of the fire departments were taken at seventy pet 
cent. of the whole. That result has been achieved by the 
skill and enterprise of the managers of British insurance 
offices, hampered though they have been by the growth of 
protective legislation and the curse of economic nation 
alism. ; 

In such conditions it would be the very midsumme 
of madness to check the private enterprise of insurance 
at home and lead the rest of the world to believe 
the British insurance industry is not capable of meeting the 
needs of its own domestic ves he ae as ou 
figures prove, is stronger to-day than ever . 
ra the risk of unemployment and the fruits of bad 
manship, there is, even in our over-complex society, 
legitimate risk that it cannot satisfactorily carry, no Teason- 
able service to the community that it cannot adequately 


perform. 





RECENT LIFE ASSURANCE DEVELOPMENTS 


During the quarter of a century which marked the reign 
of King George V, the premium and interest incomes and 
the accumulated funds of life assurance. companies—omit- 
ae eee life assurance—each increased threefold. 
Although substantial, such increase is really not very 
impressive after allowance for the lower present-day value 

i iving, and the 
increase in the population. It is doubtful if pure life 
assurance makes any greater appeal to-day than before the 

In this country at least, increased emphasis has been 
placed on assurances maturing during lifetime, and less 


Post-war bonuses have been on an unpr — scale 
due mainly to years of high interest ere bot 
to improved eer: Future bonus Oe al rates: 
though not ily identical, with these bate 
combined with the substantial income-tax Te 
by the offices (who are charged tax not on 
as such, but on gross earnings less br erent 
endowment assurances to be presented as The latte 


turing in the lifetime of the ; : death 
moreover, has the satisfaction of that Pe 0 
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{fashion in favour of straight ‘‘ death cover ’’ only will 
ke place; nor, perhaps, would there be any special virtue 
, a change. 

cent ven however, it has become usual to issue 
9 conjunction with an endowment assurance policy an 
ditional benefit, in the form of an income, not subject 
p tax, of from 10 per cent. to 15 per cent. of the sum 
gsured. T i 


fit |8 


EE 


his income begins at the date of death, should 
hat occur within twenty years from the outset; and it is 
payable until the end of that period. The endowment 
jsurance is payable in the usual way, viz. at the expiry 
of the endowment term or at previous death. Such a 
gmbination of benefits admirably meets the needs of the 
ical family man. In the event of the premature death 
of the assured, the income continues until his children have 
ached an age when they might reasonably be assumed 
ip be at least partially self-supporting; while the sum 
sured can be utilised according to circumstances, e.g. in 
the purchase of an annuity for the widow, beginning when 
he income instalments cease. 


INSURING FOR INCOME 


no dou | With the general adoption by the British offices of this 
But to ial scheme, there has been growing recognition of the 
ral aivantages of insuring for a definite amount of income 
objeche rather than for a capital sum, thus placing on the broad 
Great soulders of the insurance company the burden of invest- 
insur ment, even after the occurrence of the event upon which 
1 the face Mesurance depends. The risks and uncertainties of indi- 
ver-rising vidual investment are so much greater to-day that this 
able not ( wndency seems likely to develop considerably. In any case 
tionsand te average man has perforce to budget entirely on an 
ey contri- jg mcome basis, and a lump sum of unaccustomed proportions 
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there wil f Sapt to assume quite illusory potentialities, both as a source 
fire and @ “interest and profit. Thus it is apt to be overlooked that, 
1¢ figures @§ uking interest at 4 per cent., a capital sum equal to two 
nsistency, Years’ income will earn interest of only 8 per cent. of that 
mpanies’  MCome. 
accuracy, j™ The customary stress on capital sums assured may account 
e foreign § Pttly for the lamentably inadequate insurance cover usual 
venty per this country. Of the new basis of insuring for income 
od by the M* typical example may be given. A policy can be 
insurance | &ken out under which a guaranteed income of {100 per 
rrowth of ## “hum for twenty years would be payable, at the same 
¢ nation @ “nual premium as would be charged for a capital sum 
of approximately {1,500. In the case of an endowment 
dsummer § “surance maturing at age 60, an income of {100 would 
insurance @ 4 guaranteed for twenty years, either from age 60 or from 
ieve that Por death; while by payment of an additional premium 
yeting the (the instalments would be continued after age 80 during 
y, a8 our the remaining lifetime of the assured. Additional protection 
», Apart #f %uld similarly be given to cover the lifetime of the assured’s 
ad states Widow, after the cessation of the guaranteed instalments. 
ciety, n0 guaranteed instalments under existing regulations 
o reason- (Would be regarded by the Inland Revenue authorities as 


pital, and so be exempted from income or sur-tax. This 
8a privilege of extraordinary value; and it provides an 

tage over existing practice in life annuities. As is 
vell known, payments under life annuities are taxed as 
mome in their entirety, though they consist, in varying 
reer, of interest plus a partial return of the capital 
from 
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The inequity of this arrangement may be clearly seen 

an example. At about age 65, the cost of a life 
wnuity of {10 per annum may be taken approximately as 
{t00. ‘In the first year about {6 ros. of the annual payment 
it {ro is really a return of capital; in the second year about 
a: and thereafter continually increasing amounts. In 
the United States the taxation of annuities is on a much 
hirer basis, and properly allows for the fact that each 
ory consists partly of capital and partly of interest. In 
ute of this severe taxation disability, however, the amount 
ak in annuities since the War Loan Conversion of 1932 
tly increased; though, in the meantime, the terms 
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a mich the offices have been compelled to charge have 
| “ome much more onerous. The low yield on money and 
t invest } gowing precariousness of individual investment have 
ve lattet, [gece this new demand. The same considerations must be 
or death I 4 ' apply to income in the more or less remote future; 
je to his is a strong argument for providing, in 

vance, by means free 
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a life assurance policy, for tax- 





THE ECONOMIST 


(eee) 5 


OTHER DEVELOPMENTS 


For reasons already mentioned, post-war bonuses have 
been very high. With lower interest earnings, there is a 
strong probability of a definite reversion towards pre-war 
levels. Even so, for endowment assurances at least, where 
the chief attraction is the amount at maturity, the balance 
of advantage still lies with a policy participating in profits. 
And certainly, public demand is as much as ever directed 
on such policies. 

A movement of American, and purely post-war, origin, 
which is a development, is the provision 
of staff pensions by means of group pension policies effected 
with an assurance company. Only a minority of offices 
transact this type of business, which requires a special tech- 
nical and sales organisation. The plan has certain advan- 
tages over the older type of private pension fund, which, 
nevertheless, has its own special merits. The whole problem 
of provision for retired servants of big companies has 


acquired a new orientatiom since pre-war times, and there: 


seems plenty of scope for both systems. It is usual for a 
firm, before inaugurating a staff pension scheme, to examine 
both methods critically under actuarial guidance before 
coming to a decision. 


Another feature of greatly increased life assurance activity 
in recent years has been the lending of money, repayable by 
an endowment assurance, for the purchase of homes. The 
building society movement has not always looked with 
favour on this new competition. On the other hand, there 
are many cases in which a building society works in con- 
junction with a life office. In that event the building society 
makes a loan which, instead of being repaid in the usual 
way by means of monthly repayments of capital and in- 
terest, is a fixed amount repayable in one sum by means 
of an endowment assurance at the end of a given number 
of years, or on the previous death of the borrower. 
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GENERAL RESULTS IN 1935 


THE multifarious branches of British insurance, each pre- 
senting its own special technical problems, may be divided 
into two broad groups. One group comprises life assur- 
ance, where the contracts are for definite amounts; while 
the other group includes the remaining branches, such as 
fire, accident and marine insurance, in which the contract 
indemnifies only against actual losses. 

In life assurance the contracts are generally long-dated 
and subject to uniform annual premiums; the excess of the 
premiums over current risk requirements, in the earlier 
years, is necessary for the purpose of supplementing later 
premiums when the current risk has begun to exceed 
the annual premiums. On the other hand, the “ in- 
demnity ’’ types of insurance are transacted on a short- 
term basis, generally one year,.and each annual premium 
is calculated to meet only the current annual risk and 
costs. In practice, however, considerable reserves are 
held for these classes of insurance, and are of two kinds. 
First, there is the reserve for outstanding claims and 
the reserve for the unexpired risk already paid for in 
the year, generally taken at 40 per cent. of the premium 
income; and, secondly, there are general reserves arising 
from undistributed past profits and investment reserves. 
Thus, while in life assurance in its present form the interest 
element is fundamental, it is only of importance in the 
other branches of insurance in the investment of the share- 
holders’ capital and reserves, neither of which forms an 
essential part of the financial structure. 

Something of the magnitude of the insurance industry 
may be gleaned from the latest official returns to the Board 
of Trade for the year 1934. At the end of that year the 
total assets of the insurance companies established in this 
country amounted to over {1,500 millions contrasted with 
paid-up capital of £46 millions. While it is not possible to 
give any exact figure, owing to the varying practice of allo- 
cating general and other special reserves, probably the 
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assets specifically relating to branches other than of 
and industrial life assurance are somewhat in exe 
£250 millions. The premium income in these a 
approximately £125 millions, compared with life 

including industrial, premiums of nearly £130 milion 

The experience of British insurance companies in 
was, on the whole, very satisfactory. In the fire foe wt an 
cellaneous branches of insurance, total premium j | 
was slightly greater, but underwriting profits she 
siderable expansion over the level in 1934. This ir 
ment in profits was due in large measure to results ine 
United States, where, in the fire branch, un Ste 
perience was extremely favourable. In the life branch 
business further increased, and annuity consider 
money, which has shown so remarkable an increase oye 
the last few years, was fully maintained. No doubt the 
amount being sunk in the purchases of annuities aris 
partly from the large sums now falling in under mature: 
endowment assurances. 

In the annexed table, which gives the results in respect 
of all branches of insurance of twenty-two of the most im- 
portant companies, the figures have been calculated on 
uniform basis for all the offices. The reserve for unexpired 
risk, except in the marine branch, has been taken at 40p 
cent. of the premium income of the year, which is the basis 
used by the majority of offices. It is not possible to use 
uniform method of calculating underwriting profits in t 
case of the marine accounts, and the method of th 
company concerned has been followed. Special attention 
is drawn to the headings of each column; the calculation 
may differ from the published results of individual com- 
panies, as is only to be expected when various data ar 
reduced to a comparable basis, and this fact should bel 
borne in mind. In arriving at the trading surplus shown 
in Column 2 all allocations to investment and other special 
reserves have been deducted; undoubtedly this will operated 
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5:9 20,000 | 256,479 | 215,660 | 230, . 
8-6 18.545 | 537,452 | 474,099 | 582,290 
14-6 67,460 

1-1 115,000 

2-6 : 

1-6 614,725 

2-1 . 

6°3 — 28,157 

3-9 50,000 

3-2 42,907 

5-1 sa 

4-0 od 

0-9 13,570 

3-8 1,267,276 | 5,313,991 
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what unfairly in certain cases, but it is impossible 
, the accounts to distinguish between what may be 
‘apded as an addition to free reserves and what is 
ied by ordinary business prudence. Colamn. 4 indi- 
< the amount of the contribution to the net trading 
lus derived from the operations of the life department. 
fits emerge from actuarial valuations, and in the 

jority of cases these valuations take place only at quin- 
nial intervals. It may be mentioned that some com- 
xs set aside the shareholders’ proportion of surplus 
mled at a quinquennial valuation, and, in each year of 
new quinquennium, credit one-fifth of that surplus to 

t and loss. This practice, however, is not universal. 
ince the absence of any figure in this column for some 
sanies which transact life business merely means that 
valuation was due to be made. The Prudential is in a 
cial position, since the life profits belong entirely to the 
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‘“ A” shareholders. The table is concerned only with the 
“B” need ae oe is rage to the 
remaining ts and W ve no fri to any 
share in the surplus of the life and annuity department. 


DIVIDEND POSITION 


As will be seen from the table, 78 per cent. of the total 
dividends were made out of interest earnings, which, it is 
very satisfactory to note, are well maintained; excluding 
the Pearl, whose = are — ates to life 
assurance, the figure is 83 per cent. By a poli meeting 
the cost of a very substantial part of the shaspholdenn’ 
dividend from interest ings, a considerable portion of 
the underwriting canis & aneioiis to augment the special 
reserves. In consequence the offices are in a very strong 
financial position. 


Underwriting Profits 


Total 
Premium Income 
(Excl. Life Annuity 
and Sinking Fund) 


£ 
114,944,401 
111,077,136 
106,901,260 
102,240,852 
105,427,999 
106,964,457 


\W UNION & ROCK 


Insurance Company Limited 


FAMILY INCOME 


FIRE 


_... CONSEQUENTIAL LOSS 
_ ACCIDENT 


ht [ 34 Head Office : 
ui Chancery Lane, London 


i Ra ee 


Net Trading Surplus 
(Excl. Life Annuity and 
Sinking 


Fund) 
Percentage 
of 


Premium 
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II.—LIFE 





LIFE ASSURANCE RESULTS 


Last year the life offices enjoyed a period of relatively 
quiet trading, undisturbed by substantial changes in invest- 
ment conditions. On the whole, there was probably a 
small appreciation in their assets. These now stand in the 
balance sheets at considerably below market values. New 
business increased, and the average net rate of interest 
earned on the funds was well maintained. Elsewhere in 
this Supplement the various aspects of the business are 
examined in detail. Here, we may refer, as in past years, 
to the latest returns made by the British life offices to the 
Board of Trade in respect of their 1934 accounts. 

A summary of these returns shows that, exclusive of in- 
dustrial insurance policies, there were 5,432,000 policies in 
force at the end of that year, representing sums assured, 
plus existing bonuses of {1,809,000,000. The total interest 
income was {£35,292,000, and the premium income 
£77,284,000; while the accumulated funds totalled 
£868,372,000. The following table is compiled from the 
same official source : — 


Aggregate Net Sums __ Increase or 
Assured under Decrease per cent. 


Year New Policies compared with 
(Mill. £) preceding year 
BND. ccnwcncetiviesissocscnge 147 +11-5 
BEE eeeccnacenensecccopncnce 109 —25-3 
EEE encccesccdnonsvocsesense 106 — 2-8 
BEEED « ccoccnsecncessessccseces 112 + 5-7 
BIG. ccvcsccccccccnccsonsoces 124 +10-7 
BOBS — .cccrcccsvvecsevccccoses 130 + 4-8 
MEE ccnscnscsccssnessvcesene 129 — 0-8 
REED | écncaccnccsccccnsccesces 148 +14-7 
BEB ecccscccsccccssvccctocce 160 + 8-1 
BED. casscorecservencepeseses 162 + 1-2 
ED <ccccoveccessccasscceses 166 + 2-5 
MEINE andscncancsocssnseseense 161 — 3-0 
BED cconcccccccosssessescose 164 + 1:9 
MED  senctsacerincsensesnonne 183 +11-6 
BBE . cccccescencescscesesecse 208 +137 


NEW BUSINESS 


(A) Life Assurance.—The table opposite shows the new 
sums assured, excluding industrial assurances, effected in 
each of the past two years by a number of representative 
offices. The Dominion offices are omitted, as the figures of 
their new business in this country are not made public. 

While each of the four groups showed some expansion, 
it will be noticed that the largest relative increase took 
place in the industrial-cum-ordinary group. The substan- 
tial annual increases in new business during the last few 
years for this type of office may no doubt be largely attri- 
buted to the improvement in employment conditions. 

(B) Annuity Business.—After several successive years 
of increased annuity business, last year’s total considera- 


FIRE -. LIFE 


Head Office’ - 


ASSURANCE 


COMMERCIAL UNION 


ASSURANCE COMPANY, LIMITED 


MARINE - ACCIDENT 


TOTAL ASSETS EXCEED £62,000,000 — 
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3 
outliv 
tion moneys received suggest that new business is oy 
more or less stabilised at the higher level attained. Any vu 
cases 
Net New Business whic 
1934 1985 
—. 
No. of Sums No. 
Policies | Assured | Polices | samt, WA Mutu 
Ea 
Mutual Offices :— nl 
PRINTED is sanseninhdrabedansswitarsunccns 2,200 oo tahin Lo! 
Friends’ psa and Century ... 2,711 2,300,833 20577 Ma 
DT: DAUD -cccssncetessbingiibesbaccade 2,153 | 2,503,452 2005.07 Na 
Marine and General .............000000 682 426,996 471 a 
National Mutual .............0..s0ss00 876 805,768 8 80 Na 
National Provident ..................0+5 2,498 | 1,534,591 j No 
Norwich Union..........cccssccessocsseess 15,814 | 10,172,142 owe Pre 
Provident Mutual  .............seeeeees 18,379 | 2,027,814 2245 
Scottish Amicable ...............c-+0+5 2,104 | 1,846,340 1.963, 9%: Sec 
Scottish Equitable ..................... 2,788 | 1,879,649 Sec 
Scottish Provident ...............00s00+ 4,315 | 3,111,277 Ser 
Scottish Temperance................+ 1,870 | 1,433,285 
Scottish Widows ..........cc0c00ss00000. 6.149 | 4,108,597 imum | SC 
Standard ........ccccecccceseeseeeereeeees 6,380 | 5,249, 4370.20 Sec 
United Kingdom .............c.scseeeees 5,724 ,048, 4,551,106 Ste 
74,643 amag UD 
Proprietary Offices :— 
Clerical, Medical and General ...... 2,781 2,511,008 
Equity and Law. ...........scsscsessees 1,150 $931,32 
Scottish Life.........cccccccssessesseeeees 1,716 21505 
Sum Life .....cccccccccrccsccscccsvseereee 26,344 17,430 
31,991 26,0199 rt 
Industrial-cum-Ordinary Offices :— 
DIED. . .caspancaetibensatoeuessantte 22,685 641,508 3,654,012 
Co-o GUD sriaciscaierdbccctnccnsteccscts 20,352 , 103,453 3,320,608 
NMI 5: ccisenonecesnabnbieecsenevecdenhsins 53,887 341,969 8,508,047 
Provident Association.................. 1,134 438,075 677,525 
Prudential .............scsccessssseseeseees 93,574 783 28,744,687 
PIED: * connieivduinisipurscnnenciaciasstoeneus 59,618 729 6,456,817 
Wesleyan and General ............... 9,932 ,692 1,700,8 
261,182 209 
— Offices :— 
EE EP Sa $070 3,500,000 ae 
i AEE AGE LEAS: | 117 | 3,244, 
Sonn 2,962 878,235 1,049,204 
British Equitable 1,121 786,558 90844! 
British General 1,228 660,474 700,485 
LMA Ue ok Rvaib<orcctieiedeibal 2,466 | 1,606,100 1,685,608 
Commercial Union ...........cs.-s++++5 7,437 | 4,630,681 5,119,008 
Eagle Star and ‘British Dominions . 2,497 | 2,404,263 ae! 
General Accident ...............ccceeeees ‘on 2,840,292 1547 
I ioe an ha cd ceemenenaelinn 1,983 1,569,061 ashe 
Law Union and Rock ............... 3,897 | 2,681,044 cam 
Legal and General .............+.+000+ 21,733 | 14,641,566 mel 
Liverpool and London and Globe .. 4,407 | 2,359,483 208881 
London and Scottish ............ss00+: 2,532 1,317,934 manent 
London Assurance .............ssses0+ 3,021 | 2,376,133 z 
North British and Mercantile ...... 10,308 | 5,286,373 eee 
BEOOT . vocicicarnciecevedaedibdaeesepies 2,346 | 1,271,997 sans 
SRMEIIIT, «ivicsccnscetunseccabiabginbetesuaie 5,032 | 3,714,234 ‘sor 
TINIE «is socstubanenistiinentiagaabbipounepes 7,216 | 4,649,831 «sas 
Royal Exchange..........<..:<esse+se++ 6,375 | 3,748,468 seni 
Scottish Union and National ...... 3,645 | 3,144,468 238 
WRENS i cicscecenscocessctnbsSeusnanaie 3,386 | 2,579,543 
TNE . wiictvaceniwetesiessounssaliaiinn 


CORNHILL, E.C.3 
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3,654,012 
8,508,047 

677,525 

28,744,887 


‘ 


cebecpestte |E 


a 


July 18, 1936 THE ECONOMIST 


drastic change in the level of interest rates would no doubt 
have early repercussions on the amount of annuity busi- 
ness. Most companies do not actively seek annuity 
pusiness, even at the rates now charged, owing to the 
fifficulty of finding profitable investment for the considera- 
tio money and to the ingrained fear of annuitants’ pro- 
yetbial longevity. There are one or two offices, however, 
which follow a bolder new business policy and count on 
curing thereby an average type of annuitant who will not 
outlive reasonable expectations. Again, some offices have 
ial opportunities of investment, or have opened up new 
els of investment; and as interest on the annuity fund 
is virtually on a gross basis there is a possibility in such 
cases of securing a welcome contribution to the surplus 
which is distributable to participating policies. 
CONSIDERATION MONEY FOR PURCHASE OF ANNUITIES 
1934 1935 
£ £ 
Mutual Offices :-— 
Equitable 188,580 174,762 
Friends’ Provident and Century 778,801 931,017 
290,931 168,347 
Marine and General 5,013 9,009 
National Mutual 45,287 59,890 
National Provident 64,472 94,426 
Norwich Union 435,640 286,321 
Provident Mutual 55,106 29,238 
Scottish Amicable 32,066 33,341 
Scottish Equitable 69,017 
Scottish Provident 
Scottish Temperance 
Scottish Widows 
Standard 
United Kingdom Provident 


etary Offices :-— 


UNITED 
FRIENDLY 


INSURANCE COMPANY, LTD. 


Are offering SPECIAL TERMS 
to men of proved ability. 


LIFE, FIRE, BURGLARY, 
SICKNESS, PLATE GLASS, 
DRIVERS’ RISKS, HOUSE 
PURCHASE, ENDOW- 
MENTS, Etc., Etc. 


E. R. BALDING, 
Managing Director. 


1 42 Southwark Bridge Road, 
} London, S.E. 


Law Union and Rock 

Legal and General 

Liverpool and London and Globe 
London and Scottish 

London Assurance 


Royal Exchange 
Scottish Union and National ; 
Yorkshire 176,142 


5,951,892 
14,150,312 14,425,678 


MORTALITY 
Many offices make detailed investigations each year to 
arrive at the true mortality profit, on the basis of the 
expected mortality according to the tables used at the 
periodical valuations. These are generally purely internal 
arrangements in the offices, and the results are seldom 


. . + « issued by this Association is cheaper than 
the 25 payment Life Policy issued by the majority 
of Life Offices, thus saving 5 years’ premiums. 
Illustration :— 
Age 30. Sum assured, £1,000 
Annual Premiums - £30.3.4 


Total Cost - - - £603.6.8 
Every year a Bonus Year 


Full particulars on application—it costs 
nothing to enquire 


THE 
NATIONAL MUTUAL 
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published. Sometimes, however, anindicationisgiveninthe have been expected, and suggests some movenei oo 
annual reports or the chairman’s speeches, by comparing _ higher yielding types of investment. In considering | — 
simply the expected and actual claims, without taking into following table it should be borne in ming that 
account the reserve values held in respect of each policy, rates shown for any two offices are not usually ap — 
Of valuing 








as would be necessary to calculate the true mortality — parable, owing to differences in boo a 
The amounts paid in death claims by the various offices in other things, a good deal depends on the 
1934 and 1935 suggest, however, in combination with other the assets. 

















considerations, that the general mortality experience last Net RATE OF INTEREST 2 
year was rather more favourable than in 1934, and that Life and Annuity Funds (including Reversions) 
each of the past four years showed an improvement on its 1934 thas 
predecessor in this respect. The new mortality he. M ea eee ter 4 . é wal 
AI 24-2 , a ars to be receivin general acceptance vy l t seeeseseeeeeccevesceesenseeseetoseseres +4 
the offices, Saad when the anal valuations fall due; fear ooh” eee - eee baad ; 4 . ; 4 6 
and the now obsolete O¥ table appears doomed to dis- Marine and General............0..ssseseessees 4 511 ae 
appear almost entirely from valuation calculations within ie ws» aeeseeseneeeeneesentnens ‘ . 5 46; 
Nati TIGIOTAL 2. ccccccercccvccscscccceses 
the next few years. SRI hacen etecsincnaend 4127 pt 
Provident Mutual  ...........ssss+eseseseeens 410 8 49% 
INTEREST Scottish Amicable ......:.sesccseeeeseeeeees 412 40% 
Of the various elements entering into the conduct of life Scottish Provident ba 8 HB 
assurance, and contributing to policyholders’ profits, the Scottish Temperance .............seceeeseeee 437 493 
rate of interest earned on funds is, to-day, the most impor- Scottish WidOWS ............ccssssssscsereoees 473 466 
tant. The great popularity of endowment assurances Standard wee ste setsseessesseesessensensanens 41510 415 
somewhat circumscribes the scope for mortality profit. United Kingdom Provident ............... 420 4935 Roy 
Income tax is charged on the gross interest earnings less 468 &58 Scot 
expenses, with the result that the effective rate of tax does Propetstery Offices :-— — B yor 
not exceed three-quarters of the standard rate. Even so, Clerical, Medical and General ............ 490 436 
an average net rate of £4 3s. rod. per cent. is satisfactory, Se een ee eee 3 : ; . ; 70 
and, of course, is only possible because a large portion of Sun Life... 4 AOS 
the funds was invested in years of higher interest yields BF vera, 
and has not since been written up to the present level of 479 448 
market values. Actually, the position is even better than Tedustriel ile _— 
this rate would suggest, since the funds exceed the actuarial "Britannic vresescene 4131 4nn 
reserves, in terms of which the rate of interest should most NUN ori seacnsasoneveasiuvinsonsianse 467 420 
properly be expressed. The average of the rates of interest POAT ......0005200 josetoncvensseronesesaconsesens 470 465 
earned by the companies shown in the following table rose eee en npn sccoserveereenintaecte ‘oo . : 
slightly in 2934 from £4 4s. 54. per cent. to £4 58. Pet Refuge... ss nccccscsncce 4 7 Oe 
cent., but it must be remembered that 1934 saw a reduc- Wesleyan and General ............0es000008 481 454 @ thea 
tion in the rate of tax. Last year, in the absence of any —— Gf the f 
such fortuitous aid, a fall of only 1s. 2d. is less than might 4.69 4510 & mnie 





ENDOWMENT POLICIES STABILITY 


WITH HOUSE PURCHASE PRIVILEGES 





1 lf you take up a policy at once, 
you -_ obtain oye cheaper 
rate than you will have to pay 

SOME in the future. “DO IT NOW.” 


| ADMPTAOE 2 recluse a che tome, we 

) OF an advance for House Purchase 

: would prove of great service to 
you. 

ENDOWMENT 3 The Life Assurance comes into 

POLICIES force immediately the first 
sound investment 
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Issued by the . 
! WESLEYAN “and. deter the selection of the 
| & GENERAL eee 
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| ASSURANCE Statutory rebate of income tax. |  Ohlef OMlee: High Holborn, London, W.0.1 | 
6 The entitles the assured to 


SOCIETY Sere sens PEA Ri 
| the additional advantage of being | 
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Aobly for particular ASSURANCE COMPANY LTD: 


4 
) : CHIEF OFFICES: Chairman: a 
_STEELHOUSE LANE, BIRMINGHAM SIR GEORGE TILLEY, F.C 
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ESTABLISHED 1808 


eT 


EXECUTOR & TRUSTEE 


24-0 | 21-0 


22-0 


A 


Average of all Com- 





THE COMPANY ALSO ACTS AS 
PROSPECTUS 


HEAD OFFIOE: 92, OCHEAPSIDE, LONDON, E.C.2 


INSURANCE BUSINESS OF 


EVERY KIND TRANSACTED 





ASSURANCE Co. LTD. 














4 111 


the average of 


the percentage held in each group of assets by all com- 


panies, and also the average percentage holdings in each 
1935 


4211 
e distribution of 


§ 
anies, 
in 


£203,748 
£2,398 ,634 


£997,012 


£3,931,322 (net) 


* Excluding reversions. 
(Established 1844) 
This is the largest amount of business ever 
transacted by the Society in any one year 


LIFE OFFICE INVESTMENTS 
Sums Assured ... £4,455,322 (gross) 


Sums Assured 
ANNUITIES—1,785 Bonds 
Amount of Annuity 





New Business effected 


LIFE—1,756 Policies 


LIFE ASSURANCE SOCIETY 


EQUITY & LAW 


SINKING FUND—74 Policies 





Tue annexed table shows the percenta 
the assets of the principal British comp 


Average Of British Offices ........sceeseeeceeee 
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of four groups, viz., mutual, proprietary, industrial-cum- 
ordinary and composite offices. 

Owing to the general fall in interest rates, among other 
causes, it has become increasingly difficult to obtain attrac- 
tive mortgages. The proportion of assets so invested, in- 
cluding policy loans, has fallen steadily in recent years. 
A further reduction occurred last year in British Govern- 
ment stocks, and in Foreign and Colonial Government and 
Municipal securities. On the other hand, Debenture, Pre- 
ference and Ordinary holdings each showed further expan- 
sion. The following table gives the average distribution 
of all the companies for each of the last four years: — 


LIFE OFFICE 


The Assurance Companies Act, 1909, provides that 
every office ‘‘ shall cause an investigation to be made into 
its financial position, including a valuation of its liabili- 
ties ’’ at least once in every five years. These investiga- 
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Class of Assets me 
Mortgages, including loans on policies .., 2 2 ots * 
British Government securities ............ 20-4 22-0 9 
Indian, Colonial and Foreign Govern- 3 os 
MENt SCCUTITICS «0... seeeeeeecerececereeees 95 97 gs 
British municipal and county stocks...... 21 29 99 88 
Indian, Colonial and Foreign municipal 29 
BODUTISS -cccescocaccascccsrosconosccccsootons 3-0 ‘ 
Debenture stocks — ..........ceseeesecsesseees 15-9 a a 27 
Preference and guaranteed stocks......... 6-7 68 7.6 a 
Ordinary StOCKS .........ssssseeeesseeeeeeeres 5-1 5:6 6.4 oH 
Reversionary interests, properties and ‘$ 
Other assets .......csccrcescerceccccsececees 10-1 9-6 9.9 3 ¥ a 
jncreas 
and th 
2 C 
rear 
y per ¢ 


VALUATIONS wat 


the offices declaring bonuses at less frequent intervals 
the Scottish Life showed the largest reduction—one of fs, 
per cent. 


It is of some interest to find that in the group of offices 


tions mark the occasion for the distribution of bonuses to making annual valuations, 89 per cent. of the sur- fm 45: 
policyholders. plus in the ordinary branch was distributed in bonuses "2" 
The table on page 14 analyses the results of the valua- against 77 per cent. in 1934; and in the industrial branch _ 
tions made at the end of last year, together with the corre- 55 per cent., against 66 per cent. Excluding the Prude. becat 
sponding data for the preceding valuation. In all cases _ tial, the figures were 83 per cent., 77 per cent., 38 tion | 
where no allocation to shareholders is shown, this simply cent. and 49 per cent. respectively. In the trieumial aie ici 
means that the office is a mutual society and has no _ tion group, 94 per cent. was distributed against 95 pe bt 
shareholders. cent. in 1932; while the quinquennial offices distebue cent. 
For some time it has been generally acknowledged that 84 per cent. last year against 85 per cent. in 1930. Inj™ #>0v 
the peak years of post-war bonuses have been left behind, some cases, the trading surplus shown is the net figure, ™ * * 
but the majority of the declarations in 1935 were at the after deducting the cost of strengthening the valuation re figur 
same rates as before. Of the nine offices shown in the serves by the use of a lower rate of interest. When allow. res 
table which declare bonuses annually—including seven of ance is made for this factor, it would appear that the bonus the ; 
the ordinary-cum-industrial type—only one, the Wesleyan _ distributions on the average have probably been made on and 
and General, shows any reduction (2s. per cent.). Among as conservative lines as on the preceding occasion. alloc 
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Net Premium Income for 1935, 
£1,024,831 


Investments and Cash at Bankers exceed 
£1,200,000. 
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ANNUAL VALUATIONS 


Britannic.—Ordinary branch bonus, 38s. per cent. on sum 
gsured. (Same.) The cost of altering the valuation basis 
fom OM 3 per cent. to A 1924/29 2} per cent. (£70,000) was 
asily met out of the year’s surplus. 

2-9 991 Co-operative—Ordinary branch bonus, 36s. per cent. on 
gam assured. (Same as before.) 


London Life.—The “‘ bonus reserve’’ method of valuation 
7-6 g.7 9m was used and the future rate of bonus assumed was 30s. per 
6-4 7.59% cent. in the reversionary bonus class, while the rate actually 
declared was 358. per cent., both calculated on the sums assured 
92 9.5 and existing bonuses. (Same.) In the other class the future 
increase in the rate of reduction is 1} per cent. per annum, 
and the rate of reduction declared for 1935 was raised from 
2per cent. to 3 percent. It is stated that 2 per cent. must be 
ed as normal, but it is hoped that the higher rate of 

3 per cent. may be possible from time to time. 


London and Manchestery.—Ordinary branch bonus, 44s. per 
cent. on sum assured. (Same.) 






Peayl—Ordinary branch bonus, 40s. per cent. on sum 
assured. (Same.) In the Industrial branch, where bonus 
rates are also unchanged, £300,000 was set aside out of the 
largely increased surplus to establish a contingency fund. 


Prudential.—In the Ordinary branch the rate of bonus was 
46s. per cent. for whole life and 40s. per cent. for endowment 
assurances, both calculated on the sum assured. (Same.) 
Profit sharing was initiated in the Industrial branch in 1907, 
and continuous improvement has taken place as resources 
became available for the purpose, until the system of distribu- 
tion has become so perfected that in respect of last year all 
_* with the exception of those effected in the Irish Free 
tate, have received reversionary bonuses equal to 32s. per 
cent. of the sum assured. In the allocation to reserves in the 
above table, the 1934 Ordinary branch figure includes £770,000 
to strengthen actuarial reserves, while the Industrial branch 
figures for 1934 and 1935 include £350,000 and {/1,200,000 
respectively for this purpose. The outdoor staff receives 
bonuses each year out of the Industrial branch surplus, and 
the amounts so granted in the past two years, namely, {652,000 
and {662,000, are included above amongst the reserve 
allocations. 
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Refuge. branch bonus, per cent. on sum 

Standard.—The rate of bonus, namely, 42s. per cent., 
calculated on the sum assured and existing bonuses (same), 
is well within earnings. 

Wesleyan and General.—In the branch the rate of 
bonus was 44s. per cent. for whole life and 38s. per cent. for 
endowment assurances, both calculated on the sum assured. 
The corresponding rates in the previous year were 46s. per 
cent. and 40s. per cent., the fall of 2s. per cent. being due to 
a reduction from 6s. to 4s. in the rate of bonus allocated from 
the surplus in the Industrial Branch. 


Triennial Valuations 

Beacon.—Rate of bonus, 36s. per cent. for whole life and 
348. per cent. for endowment assurances, calculated on the 
sum assured, being a reduction in each case of 4s. per cent. 
These reduced rates entailed some reduction in the carry- 
forward. 

United Kingdom Provident.—The rates of bonus were 45s. 
per cent. and 41s. per cent., calculated on the sums assured 
and existing bonuses for whole life policies in the Temperance 
and General sections, respectively. (Same.) For endowment 
assurances the rate is 43s. per cent. in the Temperance section, 
where the original term is not less than 25 years, and 41s. per 
cent. for all other policies, including all terms in the General 
section. (Same.) 


Quinquennial Valuations 

Clerical, Medical and General.—The system of bonus distri- 
bution is quite distinctive, and the amount of reversionary 
bonus allotted varies with the age at entry and the time a policy 
has been in force. The rates of bonus declared show a slight 
reduction compared with 1930, and are equal to the average 
rates declared during the decennium 1921-1930. It is of 
special interest, in view of other expressions as to the bonus 
outlook, to note the official statement that there is “‘ every 
indication that the 1936 scale of bonuses will be maintained.” 
The very large increase in the carry-forward appears to be due 
to the existence on the last occasion of a separate bonus 
maintenance reserve of £400,000, which is included on this 
occasion in the carry-forward. Bonuses under policies parti- 
cipating for the first time vary from 44s. per cent. at the 
younger ages to over 70s. per cent. at the higher ages. For 
longer durations the rates are much higher. 
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MUTUAL INSURANCE 
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LIFE (Ordinary and Industrial) 
HOUSE PURCHASE, FIRE 
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ASSETS ANNUAL 
EXCEED INCOME 
£36,000,000 £7,500,000 


Prospectuses and full 
partioulare on application 


Head Office: ROYAL LONDON HOUSE, 
FINSBURY SQUARE, LONDON, E.C.2 





Arsenite tm ee se 
BL AR DL RIL ETI AG eR ROBIE IR, IO ORAL AEN ARETE RSs. Oat eR RA I 





oF ate Aa aera =! 


AO py tee ee 


ree 
rs 


Ea Eli St de Neh a 


2 * 
a 


“ 
ER ALOT I 


a RN PE atin cn a 
- exra “nigy eae Te aterm 
SL NA Ne et i a) SB RENAE ts eine BSE il 


2 
Sam 


- os e 


~ 


i 


Pits 


oo 
Re ee ee 


a 
y 
tn at nae a ia ale we : WIR ae oe * 
; - oe . 
ath OO Ghee gh. ‘whe . ‘ saemanain . ss e os ra 
= no bs “ foal ieee Pion ba ; oo Sei ae yu id . . F v 
ERLE B OAL eee Ee : z _ - - - eit SP sic5 SE Ong 
, pgccers: ome paren hr reer ees aa oe " aye 
" SS 3 r < re aie es oh. - 2 ms - oY 
5 ye Ie # > Pe eke i 2 re , 
5 Ao i 4 , re Rae OT La. tee Tigges a Bp aes oad 
4 Pie ka Be a ie RO 2 ~ — 
> ’ mS ; eae ~ 2 -- 
: . eo reamne 
7 . mm - SRS ; eet - we 
aa - : : are a Go y: a a yO sea dat Sitlag opt . es 


a 


‘ Se 
4 2 : 
' Fe ; 

4 ‘ #. 
‘ : 

7 : Me 

) SN Ee: ee: 
¥. : es 

oe) oe cee 
| -* 
{ ee 
} - 
ee 
at oi eo 
ne 





ees 
ae pte cae 


: PhnOemix? isis ccc icscscsccseeee seeessbebetonces 


14 [supplement] 


Equitable —The bonus reserve method was used. The future 
rates of bonus assumed are on the scale now declared, which 
is practically the same as on the last occasion. In the non- 
profit class the rate of interest assumed at the valuation was 
reduced from 4 per cent. to 3} per cent., and in the participating 
section the increased carry-forward is stated to be sufficient to 
meet the cost of a reduction from 4 per cent. to 3} per cent. 
at the next valuation in 1940, should such a change be then 
considered desirable. In the whole life class the bonus rate 
is 158. per cent., calculated on the sumassured multiplied by 
the number of years a policy has been in force, and subject 
to a minimum of 30s. per cent. for each year of the past 
quinquennium. In the endowment assurance class the rate of 
bonus is 30s. per annum, calculated on the sum assured and 
existing bonuses plus 15s. per cent. per annum calculated on 
the sum assured, and payable only in the event of survivance 
to the end of the endowment term. 


General.—The rate of bonus has been reduced from 35s. 
per cent. to 30s. per cent., both calculated on the sum 
assured. 


London Assurance.—The rate of bonus in the present series 
is 45s. per cent., calculated on the sum assured and existing 
bonuses for whole life policies (same), and 40s. per cent. for 
endowment assurances against 45s. per cent. five years ago. 
The cost of the change made in the rate of interest assumed 
from 2} per cent. to 2} per cent. has been met out of trading 
surplus. 

Northern.—The rate of bonus has been reduced from 50s. 
per cent. to 45s. per cent., both calculated on the sum assured. 


North British and Mercantile.—The rate of bonus is reduced 


by 4s. per cent. to 36s. per cent., calculated on the sum assured 
and existing bonuses. The basis of valuation has been 


THE ECONOMIST ily 


pe ee fam, 5; 
strengthened by the use of A 1924~2 ei 
of OM 3 per cent., and the cost of the a Tras ban and 
of trading surplus. Practically the whole of | 
surplus is required to meet the cost of the ; 
leaving the allocation to shareholders to be met 


Norwich Union.—The reversionary bo 9h 

age, duration and plan of assurance. ‘The wanna the 
declared are on the same scale as in 1930, and Fates 
54S. per cent. to 95s. per cent. for whole life ont fe 
per cent. to 60s. per cent. for endowment rom 3a, 
theless, the cost of the distribution is well within the trad; 
surplus. In 1931 a depreciation of {1,100,000 was written . 
but although the aggregate market value of the cite 
securities on December 31, 1935, was much in excess g 

book values, it was decided not to write up the latter #4 

Pheenizx.—Rate of bonus, 50s. per cent. for whole si 


wet, 
and 46s. per cent. for endowment assurances, both caidas . 
on the sum assured (same). % 
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Royal Exchange——The rate of bonus was 4os, per cent, 
(same), calculated on the sum assured and existing bonuses, 

Scottish Amicable.—The directors, referring 
cautious view of the outlook, reduced the rate of bonne 
428. 6d. per cent. to 40s. per cent., calculated on ‘the sum 
assured and existing bonuses, and strengthened the valuation 
by reducing the future rate of interest from 2} per cent, tp 
2} per cent. {£120,000 has also been written off securities. 


Scottish Life —The rate of bonus was reduced from 488. per 
cent. to 42s. per cent., both calculated on the sum assured, 
The valuation rate of interest was reduced from 3 per cent. 
to 2} per cent., and £125,000 credited to staff pensions compared 
with {17,000 on the last occasion. 


VALUATION RESULTS (in £000’s) 





Source of Surplus 
Name of Company 
cael 
(a) Ordinary Branch.....................0++ 
(6) Industrial Branch ..................-.0 
Co-operative— 
(a) Ordinary Branch...............0..0.s0+ 236 
() Industrial Branch ...........esece0+ = 
527 
Reemiien Toi ona nsnsencbissntpesnnntncnansen 502 
London and Manchester— 
(a) Ordinary Branch...............s0s.s0«.- 4 
() Industrial Branch ...............00.0+. +4 
(4) Ordinary Branch.............ccesec.e0s ‘ie 
1,179 
() Industrial Branch ..................... 1546 
tial— 
(@) Ordinary Branch........................ yin 
6,183 
(6) Industrial Branch . 6,588 
Gap Ontinary Mtl ainda Saaack. oo. 
(O) Industrial Branch ..............ss0 ‘303 
445 
am acting thsi caja in scab apse 468 
Pee 5 5 2° 187 
() Industrial Branch ..................... 
BROOD 6-ssisiccecininbthntidntntanbictaaiidieins 
United Kingdom Provident.................. 
Glrical, Medical and General ............... 
Bequitablbe 2.0.00... ceccceeesesenenes Sunes 
RII”. sccnsttinienpdibnancinnhggnliaiaiiteaisiadaial 
London Assurance................ccccsseseeeees 
Northern Assufance COEOE COR OOH ee ee Re eR eee ee ee 
North British and Merscantile....... steeeee . 
Norwich Union ................0..:.2.ceseseee 


Royal Exchange .............ccccssessseeeees 
Scottish Ammicable...........s.cses-csssseevenses’ ‘ 
Scottish Life wescecedesccsecbbassdebssssscddooede 
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Allocation of Surplus 
Total 
Surplus ; Investment Profit 
Policyholders | Shareholders | and other = 
484 253 33 198 
528 265 34 1m 
793 237 265 126 
808 238 265 140 
284 221 63 
299 233 ry 
232 153 9 
280 181 " 
1,022 388 PY 
1,197 491 w 
564 303 10 ma 
626 328 15 263 
399 106 113 130 
403 113 109 1 
1,463 780 195 S62 
1,423 829 205 249 
1,829 604 651 
2,197 638 410 639 
4,098 2,435 257 22 
3,347 2.510 265 538 
7,651 4,510 868 S 
7,575 3,971 876 
s 1,750 914 102 = 
a 1,752 933 104 ° 
MG 428 148 133 
2: 380 126 46 2 
ani 476 344 7 
ce 500 389 
7 265 135 ° 
6 249 136 ” 
9 281 82 102 
8 283 54 
4 299 238 138 8 
4 272 242 10 
600 2,422 1,845 és 3 
300 2,283 1,583 ° 
mye 
ge 
1,429 1,157 140 6 
2,439 1,499 179 0 
566 516 ~ 142 
703 $22 a ag 
1,068 578 96 170 
1,048 771 107 17% 
1,008 665 24 
1,056 672 110 125 
3,286 2,739 422 173 
3,546 3,036 337 i 
4,442 3,901 . as 
5,511 5,098 , 
1,774 i= ss 
1/333 1,072 aii 167 
1,475 1,188 oss 32 
886 769 40 
1,056 787 a iP 
tb * 5 “A ee 
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FIRE INSURANCE 


The following tables relate to twenty-two large composite 
offices, which in many cases include subsidiary companies. In 
reality, therefore, the totals embrace a much larger number 
of offices. There is, however, no duplication in the tables. 

The total premium income shows a relatively small re- 
duction from the 1934 figure, to the 1933 level. Both com- 
mission and expense ratios are a little higher. The claims 
ratio, following a substantial reduction in 1933 and 1934, 
fell further to 40.0 per cent., resulting in the highly satisfac-. 
tory profit ratio of 12.5 percent. of the premium income. The 
unusually favourable experience in the United States in the 
last two years has contributed very largely to the improved 
results. The Alliance, however, does not transact business 


in the United States and is almost alone in showing a re- 
duction, though almost insignificant in amount, in . 
This office is known to possess a very select class of busi- 
ness in this country, and as usual its results are excellent; 
as in 1934, its profit ratio is only s by the General 
Accident. The Century has the hi commission ratio, 
and due to this fact has the lowest profit ratio; this, how- 
ever, at 7.3 per cent. of the premium income, compares 
with the average of 4 per cent. for the offices in 1932. The 
fall in Guardian profits is partly illusory; it will be noticed 
that owing to the fall in premium income in 1934 there was 
a release from the unexpired risk reserve of £67,000, which 
was included in the 1934 profits. 


FIRE—GENERAL RESULTS, 1931-35 


1931 


Percentage 
Premiums 


Amount 








2 17,5h5,429 é 
1 8.889,005 20 
2 11,988,897 27 
3 5,458,580 12 
43,815,974 
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PROGRESS IN LIFE ASSURANCE 


The 

CENTENARY PENSION POLICY 
has been introduced in an effort to 
solve the investment problem and 


provide, if required, 
A GUARANTEED PENSION 


Write for a leaflet describing this to the :— 


NATIONAL PROVIDENT INSTITUTION 
48 Gracechurch Street, London, E.C.3 


Over 100 Years Old 





Over 125 Years of Insurance Service 
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FIRE—INDIVIDUAL OFFICES, 1934-35 











16 [supplement] 
Supplement 
Claims Commission 
Company Year Per- a 
cent cen 
Amount of Pe Amount of Pre- 
miums miums 
é £ 
Alli 710,443 | 34-5 300,619 14-6 
inncccessdtdecsesesontcadestenennesins 734,163 34-9 320,044 15-2 
Atlas 775,855 43°7 364 21-8 
eoscceresssesseeneccorseonsssenescceese 757,043 ie comers 22- : 
: ‘268 7-8 180, 23: 
CIE eli oh dccceckbhssckactabidins 311.974 42-5 176,697 24-1 
132,167 42-5 . . 
Century honsubentianennotaensdpegcsennicke 135,372 40-9 95,229 2 7 
To 2,252,418 41-9 959,552 I7- 
Commercial I i cirla altaet 2,064,413 39-2 945,188 13-0 
ais on 352,106 43-3 180,6 ° 
Eagle Star and British Dominions 328/862 40-7 181.777 22-5 
, 155,173 45-7 692 20-2 
Employers’ Liability .............+.... 146,958 41-0 68.274 19:1 
: 199,680 33-7 17,31 ° 
General Accident. .............s00ss0c00 207'254 32-3 135,033 21-2 
465,782 | 42-0 215, 19- 
ID eskiccchin bbcbcttbiistenizestccs 432/581 38-9 213,856 19-3 
1,633,889 41- 979 21- 
958,546 46-1 495,374 23: 
London Assurance ...............-.000 932’ 868 44-5 ‘ 880 23-3 
1,084,740 38-2 17,591 18-2 
London and Lancashire ............ 1'057,434 37-6 519,504 18-5 
sas : 1,325,879 39-4 693,19. 20-6 
North British and Mercantile ...... 1,262,333 37-2 735,178 21-8 
. 344 44-0 41 ’ 22°32 
PENI siinctpnvunttanecbesiepsetinciinn dean 788.213 40-7 407,762 21-1 
: 814,318 “I 344, 19-9 
Norwich Union  ................00s0000 2 43-5 36, 20-1 
: 1,226,578 44-2 629,984 22-6 
NID welaliahtbsnhnninitiichotonnetinns 1.118.729 42-0 604,804 22-7 
. 440,578 47-5 192,649 20-7 
PUNE anishcysnsscncovecoshsgubstins 429'704 16-4 195,972 27-2 
Royal 2,377,534 2-6 1,141,856 20-4 
OE - niacpanqedihiubliillgtnanisantannbtiiete 2,211,928 39-7 1 142/649 20-6 
624,674 43-6 313,035 21-9 
NE III ii siniciccnctenascnnsieae 579,681 39-1 329,944 22-2 
. . ot 436,422 43-1 193,683 19-1 
Scottish Union and National ...... 412314 40-8 197'618 19-5 
Sua 988,435 42-3 398,114 17-0 
iiss Chinn dialieliaiigenbiniuseanseiben 899,263 39:2 389'957 17-0 
. 426,061 46- 150,276 16-4 
WIN 5. ocaiidacitesssasitincareeemses | 417.855 | 45-8 148'381 16-3 
(2 18,597,890 | 42-2 8,840,713 
pquthaibtitidnaeeebenesicpecte iU193s | 17'543.429 40-0 8'889'005 















The LARGEST British Mutual Life Office 
Assets of over £100,000,000 
Actual Examples of Whole Life Assurances 
(Claims Paid at London Branch in 1936) 

Average Annual 


Bonus for each 
£100 assured 
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Expenses t Uneupied Ban 
Per- Per- 
centage centage 
Amount of Pre- Amount | of Pre- on M 
miums tmiums miums 68 
622,225 | 30-4 18170 | + -7 8 the 
625,751 | 29-8 18,591 | + -9 19-2 | 
441,087 | 24-8 333 | + +4 02 ye 
433,479 | 246 |— 6740 | — -4 10-4 T 
167,343 | 22-2 5,763 | + -8 63 
170,518 | 23-2 }— 8394 | —2-2 13 i 
67,452 | 21-7 14,224 | +46 33 tis 

‘359 | 20-6 8.217 | +2-5 7-3 
1,737,325 | 32-3 | -- 16.780 | — -3 82 able 
1,698,135 32-2 | — 43,348 | — +8 14 : 
233,132 | 28-7 97 | + -2 5-6 nv 
229,138 | 28-3 | — 1,829 | — -2 8-7 toh 
100,090 | 29-5 | — s8ig27 | ~2-6 73 
103:208 | 28-8 7,388 | +2+1 9-8 thel 
132,544 | 22-3 7,069 | +1-2 136,456 | 93.9 bet 
134,847 | 21-0 24,829 | +3-8 139,396 | 91-7 
305811 | 27-4 | ~ 66,938 | —6-0 189,332 | 37-4 nuc 
314.072 | 28-3 212 oa 149,743 | 13-8 
1,039,532 26-2 11,881 | + -4 414,695 | 10-5 neol 
1,028,409 | 26-0 |— ‘138 bo 482,741 | 12-2 

"395 | 22-5 7,693 | + "4 | 146678 | 7-7 pret 

309 | 23-3 | — ‘853 “en 186,164 | 8-9 that 
822,480 | 28-9 29,341 | +1-0 387,950 | 13-7 
903,555 | 28-5 |— 11879 | — -4 443. 15-8 fall 
863,110 | 25-6 26,044 | + -8 457,904 | 13-6 tpbe 
917,013 | 27-1 6.694 | + -2 648 | 13-7 ‘ 

543,605 | 27-9 2,786 | + +1 132,335 6-8 r Ase 
$41,857 | 28-0 | — 4635 | — -2 202,913 | 10-4 | eon 
488,826 | 28-2 | — 21751 | —12-2 104,432 6-0 | 17mm ees 
480,697 | 28-8 | — 24186 | —1-4 151,019 | 9.0 bok 
677,239 | 24:3 44,000 | +1-6 204,106 | 7-3 ; 
676,875 | 25-4 | — 47000 | —1-8 1? miss 
212, 2 8, + 9 8-1 | "Sam } 
224933 | 24-4 |— 2347 | — -2 82 decl 
1,450,490 | 26-0 22,511 | + -4 10-6 para 
1,494,459 | 26-9 | — 11,764 | — -2 13-0 rs) 

138 | 25-4 | — 11959 | — -8 9-9 | 1438 Bi gate 
364,299 | 24-5 20,613 | +1-4 189,202 | 12-8 | islam Hi 
266,466 | 26-4 26,434 | +2-6 8-8 | 1otlse i, 
268,404 26-5 | — 172 na 13-2 | 101 atic 
708,867 | 30-3 34,102 | +1°6 8-9 
679,203 | 29-6 14,499 | + -6 13-6 | 2284 [sre 
241,860 | 26-4 5017 | + -4 10-2 | 91670 
244,377 | 26-8 |— 1,605 | — -2 1-3 | 91nais mt 

11,952,100 | 27-2 141,827 | +32 10-3 | 44,007 
11,988,897 937 | — -1 | 12-5 








REINFORCED 


INCOME 
POLICY 


SOLVES THE LIVING - INCOME 
PROBLEM FOR WIFE AND FAMILY 


It provides at a low cost for the payment 
on death at any time of the full sum 
assured with bonuses, and, in addition, 
for the payment of an income of 12% 
(not assessable to Income Tax) on the 
sum assured for a maximum period of 
20 years from the date of the policy In 
the event of death within that pe 


Apply for explanatory leaflet to :— 
THE NATIONAL MUTUAL 
LIFE ASSURANCE SOCIETY 


(Temporary Offices) she 
36/37 KING STREET, LONDON, EC? | 
(Telephone : Metropolitan 8655) 
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MARINE INSURANCE 


Marine insurance premium income in 1935 was in the closed by taking the unexpended balance of the first year’s 
gate only slightly below that of the previous year; but premiums to profit and loss, after making suitable provision 
je amount transferred as profit was approximately 10 for further claims by a transfer to a suspense account. 
cent. smaller. Hence the 1935 report shows the profit which, it is esti- 
The general tone of the chairmen’s speeches, as in each mated, emerges from the 1934 premiums. The following 
of the recent past, was of almost unrelieved gloom. table gives the results obtained during the past five years 
hisemphasised that the market is much too large for avail- by representative marine companies: — 
ble business. This is caused to a large extent by the fall 
a values and rates. In the last few years the rates appear 





















have decreased in general by about 30 per cent.; never- — Account | Premiums | Stspense | Expenses | Tegcie” 
ieless, the profits for which credit is taken are not unsatis- 
ictory. They compare quite well with fire profits, and are ME ke bse 


quch better than the results shown in accident and miscella- 


. : . 1931 | 481,573 | 345,603 | 97,855 38,115 
yous insurance. It must be remembered that the marine Pritsh and Foreign ...4 | 1982 | 431,189 Te 33,498 
jum income of any year has to serve claims not only of 1934 | 389,127 | 262,890 | 98,650 27,587 


full effect of the rate reductions of the last few years has yet —tademnity 
pbefelt, particularly in view of the increased cost of repairs. 
ds an offset to these rate reductions, one effect of the de- 


ee eeeeeeeeeees 


SEescceceeecendeestccsizeese) of | 


tat year, but also of a number of future years, so that the 1990 | se1,e49 | 997,974 | 24,278 None 


Yetit [pression in shipping has been the large number of old vessels inns | aataes | cadens | ate [ow teees 
ima Mi boken up, leaving a higher average type of vessel in com- —_—Merchants_............... | tue | eee | ieee 
fmm (uision. During these difficult years of almost continuous 1934 | 166,766 | 129,097 4,587 
3% Bicline in premium income, the funds have suffered com- 1990 | se6s34 | so1es2 | 44,937 40,363 
gai Bnnatively small reduction. The marine funds inthe aggre; et | Ses | Soe | ee | ee 
ina fate are very strong, amounting to about 170 per cent. of seas | 478,008 | 377,998 46,968 $3,310 
‘aise fguecurrent premium income. During the year the inter- 
10182 MM mtional situation led to a scale of rates for war risk, which 
taam farevised from time to time under agreement between the The general practice of composite offices is to present 
su Mompanies and Lloyds. _ their marine accounts in the form used for their fire and 
aa It is the practice of those offices who confine their accident business. The claims are thus to a large extent 
3894 (mxtivities mainly to this class of business to leave the under- unrelated to the premiums appearing in the same account. 
miting account open for two years. The account is then The amount transferred to profit and loss does not represent 
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the underwriting profit of any particular year or years; the 
results can be gauged approximately by comparison of the 


total 
total 


premiums received over a period of years with the 
claims and expenses in the same period. 


The following table refers to five composite offices doing 
a large marine business : — 


Office | Premiums | Claims | expenses 
2 SHEARER et A el Bet ee cieitanieenaeeinin 


British Dominions :— 

SED Dis oc Siidbccenocntticduksdunbendbistuantees af. 194 «isos 74.se0 
a a a ie allt 413,794 368,709 64,759 
SED <b Stneddalitnkscnbbieeessabsenmdkbunkahenous 307,342 266,603 65,067 
TEED  naniieiinsseressssuseuenganaeinaemnaanls 269,761 220,155 64,276 
SUNIL dn diatinistintiadinuindbendinnhissbaaaiemsneeboaniie 254,088 194,582 63,529 
TIIIET is iconhitencnnaie sachadeadeookagnmiebedinnnls 233,326 183,037 60,165 

1,959,505 1,707,892 394,386 
== 87-2% = 20-1% 


BED acssstongeengesccsvovesvccsssoconcnsstesnenes 698, 319,700 140,191 
REIN cuiccnscmenesinnersarncensecqahgugeemntnanies 733,757 329,151 152,006 
BIE  coccapscneakesgnesccetocenenscgqcnnesceoupens 587,098 317,600 164,570 
ED  acvosssonbnnptgpaccoapscepbemenyynn sabasgines 534,405 253,031 153,565 
EEE sccccpecasingtameorsohecepaspeatanastesutiaas 542,563 277,883 133,911 
BED wcvccsosccsciccncsoccecceaess sncpensocesqanee 584,935 328,734 137,100 
3,681,586 1,826,099 881,343 

= 49-6% =23-9% 


THE ECONOMIST 


Office 


ee 


1990 sevevnveserneensenerneenerserntnn 
BE 4. uisdbaddbbchécnbice.chtubibebioaetth: 296, 
1982 ecessevseseernsenseneensenennenn il 
dudéucnubabacactodsocvoceptbasebicvensedane 858,31 
TE inane chintebtmiadinbhumeaill 1,023,781 
SEE Cusdhissedk tien eieedeecotaoamanaal 1,041,109 
6,590,141 





419,414 
‘ 42 306 
1935 565,245 
3,345,857 3,209,473 
=95'9 


ACCIDENT AND MISCELLANEOUS INSURANCE 


THE 


total premium income of the various branches of 


insurance coming under the above category—namely, 
motor, workmen’s compensation, personal, accident, etc.— 
fell continuously for a number of years until 1934. That 


year 
year 


underwriting 


witnessed a substantial increase over 1933, and last 
there was further expansion. Last year’s aggregate 
profit of the twenty-two companies in- 


cluded below was the best for many years, and the im- 
proved results in the United States were probably the main 


contributory cause. 


In that country, workmen’s compen- 


sation business is generally unprofitable, partly owing to in- 
adequate rates; but last year the experience was better. 
There was also some improvement in motor insurance re- 


sults. 







The average percentage of profit for all the offices is 


MISCELLANEOUS—INDIVIDUAL OFFICES, 
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Eagle Star and British Dominions Ss | sews liber 
Beaployers Liability ..c...ccs.c0000-0 ay | Viseess | ory 
icc ie ae ges | rseoas: | 19:9 
ih gi | Bowe | a4 
Liverpool 60-0 | 815,554 | 19-0 
elit incieseissdsnheciedieicin wal Be i tees es 
London and Lancashire ............-- ae: | ees eS 
Motor Union ......scceocesssessessvees is-7 | doves | Ja-3 
North British and Mercantile ......... ay Tae 4 
Northern -sececsssoseceeestes ER $3 | SAS | 5 
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DR tcc sy as | geen | ee 
Scottish Union and National ......... os | etme | bee 
Sun scansiesling> splstqltcialclstindossne ‘ : as ia ; 44 
‘Yortubire <sqnatclicaghbiagbienns eunienicnbes ui => cee 
ASS 4 SSS 175 


usually very small, but, as might be expected where w 
many branches of insurance are involved, the results of the 
individual companies vary considerably; for the distribution 
of any one company’s total business between accident, 
motor, workmen’s compensation, etc., will differ from that 
of any other company. 

In motor insurance the tendency is for damages awatts 
to increase; and although only a small percentage of the 
claims reach Court, larger sums have to be paid in cases 
settled without recourse to the Courts. Present. premi 
rates were not designed to cover such heavy liabilities. In 
1935, the Alliance and the North British and Mercantil 
again returned the best results; in no case, however, was al 
actual underwriting loss incurred. 


1934-35 














































146 . 16 596 | m1 | 1 
2 1s . 16,131 1-3 143,067 | 11-6 vst 
137,768 . 15,952 3-2 46,999 9-5 496,212 
149,558 . 7-9 39,375 7-2 a 
85,773 , — 3623 | —-1 3,481 3 ese 
89,742 18-6 14,857 3-1 17,314 3-6 a 
54,540 | 22-3 | = 1,062 | — -4 5,486 6-3 tt 
59,252 | 23-4 6,356 2-5 16,900 6-7 1am 
1,753,400 | 23-6 194,028 2-6 9,140 l 1m 
1,820,070 | 23-9 906 1-0 258, 630 3-4 im 
443,379 | 25-0 59,019 3:3 112,637 6-3 ' 
505,460 23-6 151,008 7-1 138,616 6-4 es 
1,153,106 17-7 245,027 3-8 | — 290,179 “i 
1,095,078 16 . 8 - 581 ose 184, r 
1,087,097 | 15-9 270,014 | 3-9 260 5-8 oe 
1,189,534 15-9 301,340 5-4 a7 i 
271,164 | 24-8 | — 7,594 | ~ °7 s 
eosses | g8-9 | gz | 2-6 r 
837,757 | 19:5 | — 69,097 | 1:6 + 1168108 
223,199 | 192 12,219 | 1-1 sa ti | 
227,344 18-1 14,154 1-1 os | come 
496,177 24-5 46,277 2-3 84 s 
sssiasy | gay | ston | 22 oo | sm 
348.430 31-6 675 1-7 898 a 
8 25-0 | — 5,059 “4 , 
23-7 93,884 | 7-7 148, of 
24-6 66,489 4-2 100,238 re 
25-0 47,464 2-8 142,236 ay 
22-9 | — 12,980 ‘8 | — 88,739 4 
25-2 | — = 6-3 12,218 
775,324 23-2 . o ; or 
770,206 | 22-4 42,000 | 1-2 138 iS 
213,075 | 21-5 29,884 3-0 | 4 
242,022 | 22-1 51,087 4-6 15,441 aE 
1,21 23- 1-0 181,595. | fee 
1 7 a4 3 | B7Me tt 
“ 1 6-3 Vl 
87,443 | 28-0 1s. |) 8:9 3518 | 4 
908,897 | 17-4 66, 3-7 35,671 
206,352 | 16-5 | — 18 “ sf 
Ft 4 22- 8 — 11,873 
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ACCIDENT AND MISCELLANEOUS—GENERAL RESULTS, 1932-35 


bpiese in reserve for unexpired risk 
profit 


BRITISH INSURANCE COMPANIES IN U.S.A. 


Tae 1935 reports of the large British composite companies 
lave for the most part presented a cheering picture of ve 

satisfactory fire profits—in some cases record profits—-while 
inthe accident and general branches improved results have 
aso been common. Approximately one-half of the total 
premium income of these companies in both the fire and 
miscellaneous branches of insurance is obtained in the 
U.S.A., and it has been generally understood that the 
improved results last year were largely due to better con- 
ditions in that country. That this belief has not been ill 
founded is borne out by the tables which follow. The 
figures in these tables are based on the official reports of 
the companies as furnished to the American Insurance 
Authorities and published by the Spectator Company of 
New York; underwriting profits having been adjusted to 
conform with the British practice of allowing for an unex- 


SPECIAL POINTS about 


Our New 
CHILD'S OPTIONAL POLICY 


Provision is made for a cash sum to be payable 
when a child comes of age, whether or not the 
parent survives. 


No medical examination of either parent or child 
ts normally required. 


3 A rebate of Income Tax on the premium 
is allowed. 


When the child comes of age, a substantial life 
policy may be taken out for him (or her) at an 
extremely low rate, and without medical examina- 
tion, tf preferred to acceptance of the assured sum. 


UNITED KINGDOM 


| PROVIDENT INSTITUTION 


[> Head Offce : 196 Strand, London, W.C.2 


pired reserve equal to 40 per cent. of the premium income. 
The exchange is taken at {1 = $4.86§ throughout. The 
aggregate results in the U.S.A. of eleven British companies 
or groups of companies in the miscellaneous branches of 
insurance are given in the following table : — 


PREMIUMS AND Profits, 1929-35 


London & Manchester 


Assurance Company, Ltd. 


ESTABLISHED 1860 


Year ending 24th March, 1936 


ALL RECORDS BROKEN 


in the Ordinary Life Branch for 
NEW SUMS ASSURED 


RENEWABLE PREMIUM INCOME 
PAYMENTS TO POLICYHOLDERS 


AMOUNT OF 
SURPLUS CARRIED FORWARD; 


and the Bonus Rate maintained 
at £2 - 4s. - Od. per cent. 
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The experience of individual offices in the past two years 
is next shown: — 


FIGURES FOR EACH OFFicE, 1934-35 
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Of the two main branches of miscellaneous insurance, 
some further improvement took place in workmen’s com- 
pensation insurance, while motor insurance results were 
slightly less unfavourable than in 1934. On the whole, 
however, conditions are still very difficult, and leave plenty 
of scope for improvement. 

Fire losses in the U.S.A., on the other hand, have 
shown a remarkable decline in the last few years. Official 
estimates show that total losses in post-war years have 
varied between about $450 and $550 millions until 1931. 
In the succeeding three years the figures were $400, $270, 
and $200, but for 1935 the estimate is only $180 millions. 
So far as 1936 is concerned, experience to date suggests 
that fire losses will be considerably higher than in 1935, 
and the effect of 1935 reductions in rates will be felt over 
the whole year. 

In the tables at the head of the final column we give the 
aggregate results of 21 British companies or groups of 
companies, which transact fire business in the U.S.A. for 
each year from 1929 to 1935, and the figures for individual 
companies during the past two years. 

Unfortunately, Sithde chede degen nit cbiyi dd actual 
fire losses, but also on the rates of premium allowed by 
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the various State Departments; and on taxatic 


seems unlikely to become less onerous. State Depar a e 


also are generally quicker to discover.a pretext fot m 
the rates than to recognise claims for increasing t 
result of unfavourable underwriting experience. 
whole, it would seem that the fire’ results last 
be regarded as exceptional. 
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